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FORWORD 


In close proximity to us, while we have been pursuing 
our comptrollership studies, there is a field of business adnmin- 
istration that is both interesting and relevant to our work: 
University Comptrollership, The writer has investigated this 
field and has foun) that there is considerable applicability 

of all that we have learned in the various facets of business 
administration and further that there may be need for some 

| smprovement in university business administration, In other 
bean for those universities not now so endowed, it is felt 
that a competent comptroller would prove a most useful staff 
officer, 

This paper dwells mostly on recomsended business or- 
ganizations for universities; suzgested comptroller's duties 
are broadly portrayed ani are not intended to be comprehensive 
but merely stimulative of thought and perhaps further investiga- 
tion, 


Lid 





CHAPTER I 
FUNCTIONS AND ORGANIZATION 
Principal Areas of Administration 


The major objectives of an educational institution are 
to provide instruction and to aiid to knowledge through research, 
It follows therefor, that the real strength of a college or 
university lies in its faculty, The primary purpose of adminis- 
tration in a university is to serve and aii ths faculty in the 
accomplishment of its objectives, This may well serve as the 
motto of the university comptroller, 

The principal areas of administration in a university, 
as listed by the American Council on taucation, are as follows: 


lL. Educational administration, -The primary concern of 
educational administration is instruction anid re- 
search, This area usually includes also the selectio 
admission, and sup2=rvision of students, ani, in 
many institutions, the administration of extension 
and other public services, 


2. Public relations,-Since all institutions of hisher 
education, both publicly ani privately controlled, 
must look to the community for funds, sound public 
relations are essential, This area of administra- 
tion is usually the direct responsibility of the 
president, with a larze measure of assistance from 
the board, 


5. Business Administration,-This area of administra- 
tion may be subdivided into at least eight well- 
defined areas: 

(a) Accounting, auiiting, reporting, and budgetary 
control, 
(b) Receipt, custody, an? disbursement of soneys. 
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2 
(ec) Investment of funis, 
(a) Procurement, | 
(e) Management of the auxiliary and services enter- 


prises, 
(f) Oneration ani maintenance of the institutional 


(sz) = and promotion of non-academic personnel, 
(h) Administration of staff benefit programs, 

It is to this lsst area, business administration, that 
we turn our attention, Educational business administration has 
become an important field of service, However, this development 
49 surprisingly recent, for at the turn of the century, business 
duties were still beinz carried on oy presidents and faculty 
members as an auxiliary function, There was no such officer as 
"business manager" or "“comotroller" in a colleze or university. 
The initial appointees to such offices had to assume the burdens 
of pioneerinz in a new fiela,* 

it has now become axiomatic that no educational in- 
atitution, however small, should attempt to carry on its affairs 
without competent direction for its financial and business 
matters, Boards of Trustees usually consist of persons of sig- 
nificant outsijie interests and serve without compensation, They 
eannot beexpsected to consider other than the more important 
policy matters, The president and faculty members also should 


not be burdened with business details to the detriment of thoir 





lamerican Council on Education, Collsce an? Univeral 


Business Administration, Washinzton, D, 0., Vel i (1952), 
“American Council on Zducation studies, Trainin: for 


Colleve ani University Business Administration, Washington, D, C. 
April 1937 Pp. he 
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educational duties, 

It is not meant to imply, however, that the Board and 
the president should dismiss entirely business affairs by the 
appointment of a business executive to independently conduct 
the business management of the university. It is intended that 
a business organization exist with a senior executive in charge, 
who reports directly to the president and, by the instrument of 
his organization, serves the president ani the department heads 
of the university, 

The number of administrative officers reporting directly 
to the president should be as few as possible, althoush it is 
essential that the president maintain a sufficiently wide per- 
gonel contact with members of the faculty ani staff to retain 
a broad understaniing of the institution as a whole, Even in 
the largest institutions, it will be foun’ that, by careful 
analysis of functions, it is possible to reduce the number of 
executive officers reporting directly to the president to 
three, for example: the chief educational officer (dean of 
faculties), the chief business officer ani the director of 
public relations, 

As reflected in the American Council on Education Studies, 
there is no set pattern for administrative arransements in 
colleges, It has been found in some instances that the president 
has executive control of all university officers; in other in- 


stances the officers report directly to the governing board, 
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In university business adainistration all shades of opinion 
may be found ae to the proper titles ani functions of the admin- 
istrative officers, In some universities the treasurer appears 
to be the chief business executive, in others, the comptroller, 
an? in yet others, the business manager, In the sampling pro- 
cess of some six hundred colleves and universities, no two in- 
stitutions seemed to have the sane administrativs arranseaent. 
The Studies, recoznizing the diverseness in assisning titles 
ani duties, make a plea for uniformity as to methods and for good 
buginess administration,~ 

From the Council's stuiies as modified by the con- 
census of opinion at seminars conducted by the students of the 
Naval Postgraduate Course in Comptrollership at the George 
Washington University, it is concluded that ths idealized 
functional arrangement of top business administrative management 


should be as shown in Fisure 1,: 





Jamerican Council on Education Studies, Colisze and 


University Business Oreanization, Yashington D, C,, Vol II, No,13. 









GOVERNING BOARD 
president | 





Sef MLA AE * atts 


= ema 
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Dean of Faculties Chief Bus, =xec, lepar, Public Relations 
(Vice President (Vice President (Vice President 
for =ducation) for Finance) for Pub. Rel.) 








Gomptroller Business Manager 


—— - 


‘Treasurer 


SS ew wrt ~ 


*An optional arrancenent since the president may prefer to 
reserve this function to himself, 


Fizure l, 


It is to be noted, implicit in the above recomneniations, 
that the comptroller is placed neither in a superior position, 
where line operatine dutiss would ensue, nor in @ position sub- 
ordinate to the degree th:t the important value of controller- 
Ship could not be fully employed. In this paper the advocacy of 
orthoilox comptrollership functions will be proposed, althoush 
David R, Anderson in his work, Practical Controllership, advises 
that as yst there is no clear-cut definition of the functions of 


a seavecties.* 





‘David R, Anderson, Practical Controllership (Chicazo: 
Richard D, Irwin, Inc., 1949), p. l. 
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6 
The organization of business functions at the George 


Washington University 1s observed to be as shown in Figure 23 


| eeehscen} | 


RNS, PLT META CTG BHT TE IV PRESEN = NO OP CET A SS . TUL, ma Ot Ree 
At AAD ee 


Dean of Faculties | |_Tresourer i 


ah eer ee 






Le tates Le PPPS ED 8 i ee “hte 















= ee iil ia alata AO Se = RE get 
Business | Plant : catego 1 kee Asst Treas _— t Treas | 
Manager Engineer At ae a -— = 


,. 


c Cashier r 


Asst Beat cea | Seal acacia aba Asst ae “Internal 
Disbursing | _ Accounting | Hospital Admin, | Auditor | 


Figure 2, 











A brief nentioning of the duties of these officers follows 


Treasurer-Line officsr charzad with business management, 
operation and maintenance of the George 
¥asninzton University. 


Business Manaser-Physical plant management and minor 
maintenance, purchasing officer, administrator 
of communications and office services, 


Plant Engineer-New construction (university physical 
expansion) and major maintenance an] renova- 

tion of existins Facilities. 

| 


Comptroller-with his assistants, disbursing payroll, 
general accounting, internal auditing, hospital 
administration, 


Assiagtant Treasurcr, Fiseal-with a Gashier as assistant, 
neal estate manazsenent, investments, tax 
matters, insurance, loans and scholarships, 


| —7 =! «+ eel? 
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Assistant Treasurer-—-aiministration of research, 


General Functions of Comptrollership 

At the conmencesent of this paper, the areas of business 
administratio were quoted from the writincs of the American 
Council on fducation, In order to outline the functions of 
comptrollership, these areas will be examined, enlarged upon 
and added to where appropriate; ani at the same time, re- 
commendations will be made for discharging the functions, In 
making these recommendations, the writer has been influenced 
consijerably by the statement of the duties of a controller in 
@ manufacturing corporation, published by the Controllers in- 
atitute of America anid shown in Appendix I. Admittedly, there 
is not complete applicability of the duties as advocated by the 
Controllers Institute, but it is the seneral theme of thie 
paper that there ia a parallel, 

in considerinz the business adminl ds Pret Mo functions 
quoted at the beginning of this paper, as taken in context 
with the administrative orvanizetion as shown in Ficure 1, the 
following clarification of controller functions is suczesteds 

(a) 


These are clearly comptroller's duties but the re- 


Accountinzg, suditine, rerortinz: and budcet control 





quirements are essentially supervisory and should be prescribed 





2prawn from jlaterview with Mr, John A, MeLsuzhlin, 
Assistant Treasurer, Fiscal, the George Washington University, 
February 20, 1956, 





as follows: 


i, 


The installation and supervision of 211 accounting 
recoris of the university, The governing of 
atandard practices relating to accounting matters 
and proce lures, 

The continuous audit of all accounts and records of 
the university wherever located, 

The vreparation and interpretation of all atatenents 
of financial status and financial reports of the 
university. 

The preparation, as budget director, in conjunction 
with other officers and densrtment heads, of an 
annual buiget covering all activities of the univer- 
sity, for submission to the Board of Trustees prior 
to the besinning of the fiscal year, The authority 
of the comptroller, with respect to veto of commit- 
ments or expenditures not authorized by the buiget 


shall, from time to time, be fixed by the Board of 


Trustees, 





These are treasurer duties but the comptroller should 


approve for payment (ani/or countersign) all cheeks, promissory 


notes and other negotiable instruments of the university which 


have been signed by the treasurer or such other officers as shall 
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9 
have been authorize’3 by duly constituted authority. 

"(c) Investment of funds," 

Again, theese are treasurer jJutiesa but the comptroller 
should examine @ll warrants for the withdrawal of securities 
from the vaulta of the university and determine thet such with- 
drawals are made in conformity with the regulations and/or by 
laws established by the Board of Trustees, 

"(4) Procurement," 

Duties of the purchasing agent under the business 
manager, 


tt 


"(@) Manazement of the auxiliary and service entervrises, 





These are duties of the business manager but in the 
instance of procurement, it should be effected uniter the canction 
of the budget. The accounting and auditing of these enterprises 


are within the purview of the comptroller, 





The Superintendent of Buildings and Grounis has this 
function but again, budgetary restrictions ani the comptroller's 
accounting and audit functions are applicable, 


"(z) Selection an) promotion of non academic personnel," 





This is the direct resnonsibility of the chief business 
executive with decision based on recommendations of appropriate 
subordinate officers, 


‘“h) Administration of staff benefit proczrams," 





This 13 a comptroller function to which should be added 
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LO 


accounting for income ani social security tax deductions, 


The following ailJitional areas of administration are 


recoumeniei, all of which shouli be the responsibility of the 


comptroller: 


(i) 


(3) 
(ix) 


(1) 


(m) 


(n) 


(0) 


(p) 


(q) 


The compllation of elucational ani aiministrative 
costs, 

The takings and costing of all physical inventories, 
The preparation and filinzs of tax returns ani the 
supervision of all matters relating to taxes, 

The ascertainment currently that the properties of 
thse university are properly and adequately insured, 
The coordination of all administrative systems 
throughout the university, includinz clerical and 
office methods, records, reports anil procedures, 

The maintenance of adequate records of authorized 
appropriations anid the determination thet all sums 
expended pursuant thereto are properly accounted for, 
The ascertainnent that financicl transactions covered 
by the minutes of the Board of Trustees ani /or the 
Sxecutive Comnittee are proverly executed and 
recorded, 

Tne maintenance of adequate records of all contracts, 
leases andj rental acreements., 


The preparation or approval of the rezulations or 








- 








11 

standard practices require’ to assure compliance 

with orders or regulations issued by duly con- 

etituted sovernmental sgencise, 

Thus, in broad outlines, the comptroller's functione in 

a university heve been recommended, As previously has heen 
stated, there is a truly amazing variation in the nature and 
geope of the comptroller's duties an? the importance of his job 
in different universities, In some universities there is no 
executive with the title “comptroller”, In the majority of 
universities where there is a comptroller, he may be the chief 
administrative officer on 2a level co-eousl with the president 
and reporting directly to the Board cf Trustees or, on the other 
hand, he may be a minor functionary of amall responsibilities. 
Middle grouni is recommeniesd, wherein the comptroller is an 
important functional officer with chief responsibility to pro- 
wide sound manatenent aivice based on the recoris, accounts, 


Statistical ani reporting cystems which he maintains, 


Organization of the Comptroller's Functions 

In organisinz the comptroller's department much de- 
pends upon the size of the university an! the qualifications 
' of the personnel available, There can be no pronouncement of 
en idealized organizational arranrement. However, there are 
certain major groupinzs of work which have been founi in 


practice to be effective, A sussestion by ths American Council 
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12 
on Education for the comotroller's organization, portrayed in 


chart form in Fizure 3, as follows: 


CO3 iPTROLLER | 


De an han 
Pan PUTER rte OS + Velters-* a 
RRO? STN S 





“Sts : 
iene en. 
g 








Internal! os Nirector 
Auditor ursar | Manager of 
s stuient 
CE Leans.__ 
Pigure 3, 


A, CO, =. recomrended comptreller orzenizetion, © 


it is believed, however, thot there is room for elabora- 
tion anc some improvement upon the Council's recomceniations, 


In lircht of the comptroller'’s iuties previously recommended, the 


orzanization of his department is proposed in Fizure 4,: 





Ganeriean Gouneil on Waucation, g@de Git., Vol.s 1, p, te 
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Figure 4, 


Recommended comptroller organization 

In recowmendins the organization presented in Figure 4,, 
it is realized that in smaller universities a combination of 
duties may be required, The followinc combinations are suggested: 

{a) Tax Advisor ani Insurance Officer 

(>) Statistician and Fanancial Reports Officer 

(ec) Inventory Manacer with (a) or (b) 
If at all possible internal aulit should be maintained sevarate 


from all other functions andinasmuch as a continuous autit should 





14 
ve in process, it would appear to be a full-time function, It 
is administratively advisable to similarly sepsrate the account- 
ing and budgeting function, It is possible to combine office 
management with another function but if conducted proverly, 
the function can be full-scoped in even the smaller univer- 
sities, 

In those universities which have collezes in different 
seozraphical locations decentralization of accounting and clerical 
functions is neeessary, In such situations the records and 
clerical positions in the dispersed collezes are limited to 
those necessary to provide prompt service, provi‘is college 
officers with day-to-day information they need to coniuct 
operations. Ths comptroller in these cases will determine the 
form of records to be kept, the routines to be followed and the 


reports to be submitted, 
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CHAPTER IT 


INTERNAL CONTROL 


The Property Control Function 


The purpose of the property control function of con- 


trollership is to protect the assets of the university, 1. 4¢,., 


to prevent their dissipation throuth error, carelessness, or 


fraud. In order to exercise property control the following 


fundazental rules should be observed: 


(a) 


(bv) 
(c) 
: 


(d) 


(e) 


set up accounts so that the personal responsibility 
of individuals as custodians of the various funds 
andi assets of the university can be identified, 
Provide physical facilities and safeguards to pre-~ 
vent movement of property without the knowledse of 
the responsible custodian, 

Issue clear ani definite instructions specifying on 
what authority each custojian can release property 
for which he is responsible, 

Orzanize the accounting routine so that, as far as 
possible, the work of every employee who haniles 
university property is subject to automatic check 
by some other omployze or throuczh the records kent 
by some other employee, 

Verify the existence of various classes of property 
by physical inventory at periodic intervals, 


L5 
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The Legal Function , 
Since the activities of the typical university include 
a wide spectrum of human affairs, it is not surprising that its 
legal functions are equally numerous and diverse, Although 
few university comptrollers have received formal legal train- 


ing, 1t is important that they be able to recognize incipient 


legal issues and seek appropriate legal advice in time to avoid 


controversy and expense, 

The comptroller's area of responsibility unijer the lezal 
function should lie generally in the area of tax matters as they 
may impinze upon the income derived from the various funds and 
upon the material resources of the university or in the tax 
collection service in the case of social security taxes, The 
problem of property tax may be dismissed with the exception of 
certain real estate business uncertakinzs, since, in general, 
all property of institutions of higher education used directly 
for educational purposes is exemot from state ani local tax 
assessment, There are some lingering questions as to tax sxemption 
of property not used directly for instructional functions, such 
as dormitories, dining halls, athletic fields, service property, 
ani faculty housing, In this connection the American Council 
on Education states thst "Tax exemption is a privilege andi it 
must be so considered by all institutions that enjoy it, Educa- 


tional institutions shouli coniluct their affairs so as to con- 
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tinue to merit the public confidence thus expressed, "4 

The Revenue Act of 1950 represents the first effort of 
the Federal Government to subject the ceneral income of non 
profit educational institutions, unier certain conditions, to 
taxation, In the case of income from the ownership of real 
estate, the act imposes a tax only if the property was acquired 
with borrowed capital and leased for a comparatively long tera, 
Uniter these conditions the university is viewed as changinz 
from the status of a passive recipient of income to that of an 
active participant of business, The comptroller should apprise 
himself of tax matters and advise top management accordingly, 

Since the tax-withholdings requirements of the Internal 
Revenue Code now make the employer an agent of the tax collector, 
the university comptroller muat détermine the tax status of 
everyone employed by the university and make provision in the 
accounting structure, records and reports of the university for 


the collection of the revenues, 


The Accounting Plan 
One of the comptrolier's primary duties is to develop an 
accounting plan which will control the property of the university, 
prevent loss throush error or fraud and provide the Trustees, 


president and other officers of the university with all requisite 





lamerican Council on Education, op, cit., Vol. 2, p. 167. 
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18 
manegement information, An important part of this job is de- 
fining exactly what the needs of manazement are, for managse- 
ment itself cannot be expected always to Know, out of the 
available mass of information, what it can use to best ad- 
vantaze or what the cost of various alternatives may be, 

An accounting system for a university muct meet the 
requirements of the institution in question, Universities are 
non-profit organizations, It is essential therefore, that they 
set up their buigets, maintain their accounts, ani present their 
financlal reports in accordance with generally accepted account- 
ing principles appropriate to non-profit enterprises, 

Educational institutions obtain considerable amounts 
of income from private and public gifts, srants, and appropria- 
tions on which financisl limitations of various types are imposed, 
One of the rnost important functions of the accounting systen. 
1s to insure the observance of those limitations, Universities, 
therefore, must provide for the keeping of fund aceounts, a 
provision which is not found in commereial enterprises coniucted 
for gain (an exception beins the bond sinking fund), 

The American Council on Zducation states that because 
of the varied nature of funjs held by a university it 1s necessary 
for administrative purposes to sharply separate diverse funis 


but to group together (not combine) similar funis in accounts 
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and reports, * 


Additionally, the Council's studies list the standardiza- 
tion of funis as recommended by the National Committee on 
Standard Reports; 


1. Current funis- funds expeniable for current operations 
of the institution, 
a, General-funis avallable for any of the current 
operations of the institution, 
b, Reatricted-funds which must be expended for 
the current purpose iniicated by the donors, 


2, Loan funis- funis from which loans are made to 
students, 


3. Endowment and other non-expeniable funis- funds, the 
principle of which must remain intact, 

a@, Endowment funia- funds the principal of which 
must be held intact, the Income only being 
used, 

b,. Funds held subject to annuity agreements- 
funds given to the institution with the under- 
standing that payments would be made to 
annuitants, 


4, Plant funis- funds for capital additions and assets 
acquired as the result of the expenditure of such 
funis, 

a, Unexpenied funis- funds desisnated or appro- 
priated for plant which have not yet been 
invested in plant assets, 

b, Invested in plant-assets acquired by sift or 
throuzh the expenditure of funia desicnated 
or appropriated for plant purposes, 


5 &geney funise funds in the custody of the_institu- 
tion but beloncings to stuijents or others, 


The brevity of this paver will not permit delving into 
2american Council on Education Studies, Statements of 
aa praneseeous in Financial Reports, washington, D, C., Vol l, 
Oo, ll, (Nov 1937) pp 1-2 


PIbid, pp. 3-4. 
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20 
the form and operation of accountins records, 1. ¢,, the mechanics 
of record-keeping, but instead, will treat the principles that 
have been found by the American Council on Education to be 
funianental in constructinz the accounts so that they will 
yield the information needed in university financial accounting 
and reportinz, Principles, in addition to those previously 
cited in this chapter have been recommended by the Council as 
follows: 

(a) Income and exveniitures of auxiliary enterprises 
should be shown separately from other institutional 
operations, 

The Council states as reason thot these enterprises are 
expected to be self-supporting, The writer injects that separa- 
tion may be julilcious because of possible tax liability both 
property ani income, 

{b) Accounts should be kept on a modified accrual basis, 

The Council reasons thet complete accrual basis is not 
necessary Sines, although there is the stewardship requirement, 
there is no need to determine net profits and net worth, Con- 
sequently there is no need to report accrued interest receivable 
or allocate insurance premiums to subsequent periods, The 
writer offers a marginal difference of opinion in that in order 
to precisely determine effectiveness of stewarishin it 1s not 
unreasonable or impracticable for ths comptroller to require 


accounting on a strict accrual basis, Therefore, it is believed 
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21 
that accrued interest ani orepai’d insurance premiums should be 
reported, 

(c) The necessity for providing for renewals and re- 
placewents of property ani of charging depreciation 
depends on the class of property under consideration, 

The Council points out that many assets were donated 

and will be replaced on that basic, therefor, an allowance for 
depreciation and a depreciation reserve are unnecessary, However, 
the council indicates that institutionsl eervice property and 
auxiliary enterprise property should be depreciated and pro- 
vision be made for replacement by reeerves of actusl cash or 
investment funds, Also investment real property should be de- 
preciated, The writer aids that the comptroller should insist 

on depreciation of the latter in orier to comply with Federal 
income tax reauirements, 

(d) Interfund borrowing should be avoided, 

If done, the comptroller should reauire that the 

balance shests of the funis involved clearly show the facts, 

(e) Current restricted receipts should be reported as 
income only to the extent expended durinz the year, 

The Council here has not supplied the information as to 

the accountability of the funis received but not reported as 
income, It is believed that the comptroller should set up a 


balance sheet account showing these funis as a short term loan 
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subject to return to donor or later conversion to usuable 


incomes, 


internal Gontrol and Audit 

Internal control and audit are imvortant phases of the 
university accountings system and as such rank among the orimary 
responsibilities of the comptroller, Clarence Scheps places the 
Internal Auditor directly under the Comptroller which positioning 
is concurred is.* 

It is incumbent upon the Comptrollsr, through his Auditor, 
to insure that the following principles of internal control are 
adhered to: 

(a) That there are no autonomous business functions 
within the zeneral functions of the university, All 
business functions should be within the central 
control of the business office, 

(ob) That the internal organisation of the business 
office is such that responsibilities are fixed ani 
duties delinsated so that the work of one employee 
or of one division serves constantly to check and 
verify that of another, 

(ec) That there is a well-defined subdivision of re- 


aponsibllity in the area of cash ani credit 





4clarence Scheps, Accountins for Colleses an? Univer- 
sities (Baton Rouge: LSU Press, 1949,, p. 308). 
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operations, As Lloyd Morey expresses it, "No one 
officer nor his representative should buy the goods, 
check their receipt, approve the ocill and pay the 
pili"? 
That detailed accounting information should be 
segregated into subsidiary ledgers controlled by 
one or more accounts in the general ledgers, Post- 
ings to the subsidiary ledger should be made by an 
enuployee other than the one who keeps the general 
ledgers, 
That the following mechanical equipment ani pre- 
numbered financial stationery be used to provide 
additional cheeks ani balances on the work of the 
business staif: 
1. Cash resziaters with locked-in counters and lists, 
2. Accounting machines with automatic totaling 
devices, 
3. Check writing machines ani protectographs, 
4, Pre-numbered financial jocuments, such as re~ 
c@ipts, checks, and purcnaseorders, 
The employees in the business office be required to 
take annual vacations, be rotate’i as practicable 


and be bonied where appropriate, 





Lloyd Morey, University and Collese Accountinz, (New 
York, 1950, p. 215). 
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(z) That continuous internal auditing be employed, 

(nh) That external audit be conducted, 

The audit of student tultion and fees is one of the most 
important areas of post-auditinz, The registrations for each 
term should be audited in detail, Tuition scholarships, rebates, 
and remissions should be examined either completely or on a test 
check basis, The emphasis upon an auiit of tuition should be to 
deterzine the amount of income which should have been received 


or accounted for, 


Tns Budget 

In the business world the “budget formulates a program 
of sales, production, and finsnee which assures management that 
@ plan is being followed which will ensure an approximately 
known profit," In the field of education, the budget serves 
other purposes, It is both an instrument of control and limita- 
tion ani a comprehensive financial plan for efficient and ser- 
viceable operation, The Comptroller's primary responsibility 
is to ses that the operatinzs plans of the university are pro- 
periy expressed in financial terms, 

One of the chief purposes of the univeraity buiget is to 
afford an important tyne of control to the Boaril of Trustees, 
This board mests infrequently an! its members vive but little 


of their time to actual administration of the institution, In 





Gy, A, Paton, Accountant's Hanibook (2nd “dition, New 
York, 1938) p. 1178). 
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25 | 
order, then, that the governing board may exercise its pre- 
rogatives, that is, guide the institution and determine its 
policies in advance outlining the operations of the university 
for a siven period of time, a buiget must be meticulously pre- 
pared and submitted to the board for its approval, The govern- 
ins board thus extends its control over the institution by 
means of the budget which places limitations on the president's 
powers of control and supervision over the detailed expenditures 
of funds for the various divisions of the university, In like 
manner, the budget enables the president to extend his control 
over the detailed operation of the institution, 

Clarence Scheps states that: 

The budget as adopted is not the product of the president's 
desires, the desires of the business office, or the desires 
of a segment of the faculty. Instead, it tends to meet the 
requirements of the faculty, president, deans, ani business 
abl pinta The Buceee is a ml and pign without which a 
colleze cannot function satisfactorily, 

The Comptroller's part in the actual operation of the 
budget varies considerably in different universities, but he 
should, as a minimum, render appropriate counsel as to proper 
budgetary procedures, In most universities the controlled 
unit of the buiget is the department, either the instructional 


department or the organized division, such as the bookstore, 


dining hall, or athletic department, The head of each organiza- 





T¢larence Scheps, op, cit. pp 35-86, 
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tion unit prepares and is auided by a budget, Budgets for ex- 
penses incurred in connection with finances, such as pension > 
contributions, group insurance, ani sinking funi contributions, 
is a particular responsibility of the comptroller ani should not 
be delesated beyond his department, 

There are two phases in the preparation of the buiget: 
(1) the estimation of the income, and (2) the estimation of the 
expenditures, In preparing estimates of income, the comptroller 
should play the major role, particularly in estimating student 
fees, income from endowments, and state appropristions, To ald 
in estimating income from auxiliary enterprises the manager of 
each enterprise submits formal estimates to the comptroller, 

subject to appioval of the president, the comptroller, 
after estimating income as accurately as possible, should issue 
a tentative allotment to each department headi, This is not 
final but is used to get the buiget process started, ani to 
prevent departmental requests from ztreatly excsedins available 
resources, After issuing tentative allotments there should be 
opportunity for reclaim to the comptroller and if need be, to 
higher authority, However, the comptroller should require that 
a definite calendar be followed in the buisetary procedure. 

As soon as an agreed figurs on income has been obtained, 
the president, his cabinet of deans and the comptroller should 
determine the general policies that are to cuide depirtment heads 


in the preparation of their budget requests, Upon receipt of 


27 
the buiget rerjuests, the comptroller should tabulate the re- 
quests on summary forms which show chanzes in the resuests from 
the buiget of the current year ani previous years, 

The president should discuss each request with the head 
of the department concerned, The comptroller, of course, should 
be present at this conference in order to shed lizht on technical 
problems ani brine forth accountins, statistical or lezal aspects 


as appropriate, 


Cost Accounting 

The first essential step that the comotroller must take 
is to educate himself ani the university management he serves 
in a sgoun? cost philosophy, bearinz in mind the limitations on 
the accuracy of the operating data on which all cost calculations 
are based and the limitations inherent in the methods used to 
compile anid arranze the data in the form of cost information and 
cost reports, Every comptroller knows of the misconceptions 
that arise from the unthinking use of cost data, or the use of 
cost data unthinkingly prepared, It is important, therefore, 
that a clear unierstaniing exists in the minis of all executives 
using regularly prepared cost reports as to the meaning and 
limitations of the figures involved. 

The American Council on Education states: 

Althouzh Educational Institutions are non profit organ- 

izations and, hence, college and university acecountinz is not 


concerned with the determination of net profits anil net 
worth (except for auxiliary enterprises), it 1s, nevertheless, 
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frequently necessary to compute total costs of various 
services performed, Total costs include those expenditures 
which are readily identifiable as being related exclusively 
to a particular service, project or department, known as 
direct costs, ani an appropriate share of expenditures 

which are incurred in behalf of more than ons function or 
unit of organization and often are related to the institu- 
tion as a whole, known as indirect expenditures, Indirect 
expenditures include those for seneral administration, 
gensral expense, ani libraries, ani for the operation and 
maintenance of the physical plant, These service activities 
are necessary in carrying on the instruction ani depart- 
mental research, organized research, and organized activities 
relating to educational departments, extension ani public 
services, ani the auxillary enterprises, In order to 
determine the total cost of any of these primary functions 
of an educational institution, it 1s necessary to distribute 
indirect expenditures on an squitable basis to all the 
primary functions, and to add an appropriate share of such 
expenditures to the direct costs of each primary function, ® 


In constructing andi maintaining a cost accounting systen, 
the comptroller ahould bear in mini the various inecuities that 
can manifest themselves in university manacement unless he is 
most capable in allocatins indirect expenses ani determining 
costs, 

After world War II, as research programs zrew, it be- 
came increasingly obvious that unless all costs were recognized 
and recovered in expense reimbursements, funis otherwise re- 
eeived and available for insttuction or other institutional 
purposes woull be diverted to support research sponsored by 
either public or private agencies, 


in privately controlled institutions the jesire fre- 





Samerican Council on Education, Gollezs an) Universi 
Business Administration, Vol, I, op, cit., p. 120), 
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quently is expressed by members of the board that the individual 
colkges of tne university Live within their own incomes insofar 
@s possible, Friends and alumni may express iissatisfaction 1f 
they feel that within a university a portion of their colleze's 
eniowment income is being used to support another colleze of 
that university. 

John D, Millet states: 

The problem of allocating the indirect or overhead 
exnanses of university operations is one of the major issues 
of cost analysis, Allocation of overhead expenditures is 
4mportant for the reason thet in a private university, 
where income is derived so largely from stuijent fees, ad- 
ministrators of iniividual educational programs are likely 
to believe that all stujent fees arising from their in- 


Structional aetivities are to he emus solely for the 
support of their instructional expense, 





9John D, Millet, Financine Hicher Education in the United 
pistes (New York: the Columbian University Press, 1952) Chapter 
» & OD, 
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CHAPTER III 
INTERPRETATION, CO-ORDINATION AND POLICY 
Statements ani Reports for Management 


It is unnecessary to dwell at length on the importance 
of adeguatse statements ani reports for the president ani the 
Board of Trustees in the discharge of the comptrollership 
function. It is obvious that successful communication to the 
management of the essential facts about the financial affairs 
of the university is the climax of all the effort threat the 
Comptroller puts into the manazrement phase of his activities, 
fo present the facts is not necessarily difficult but it is not 
enoush; the facta must be communicated before the comptroller 
can consijier his job as done, 

David R, Anderson sureests a classification of reports 
for an industry type of management, which is essentially appli- 
cable to the Comptroller's function in a university: 

Operating Reports- Current Control Reports an’ Summary 
Control Reports- (to note JjJeviation from planned 
performances, ) 

Information Reports- Trend Reports, which are vertical 
comparisons of the results of an activity over a 
perio? of time, ani Analytical Reports, which are 
horizontal comparisons of the results of different 
activities over a period of time, 

Financial Reports- Static Reports, i. ¢., analysis of 
financial strength an? structure as of a siven 
date, Dynamic Reports, incluling Financial Con- 
trol Reports, which measure financial condition 
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azainst buigeted condition, Measurement of =ffect- 
iveness of Use of Funds Reports, which shows re- 
lationship of investments in types of assets, 
Reports of Chanzes in Financial Condition, which 
sumamerizes ani analyzes chances jn financial 
condition during a given period, 

Financial reporting is a logical extension of the account- 
ing system, thus, if the accounting recoris are adequate, the 
preparation of financial reports and statements is a matter 
merely of regrouping and classifying the information supplied, 

The necessity ani importance of periolic reporting is 
recognized in the business field as a matter of evaluating 
Stewardship. The administrators of universities are in much 
the same position, The public institution is financed by tax- 
payers who are entitled to full reportins, The private college 
ls financed by gifts and endowments, the donors of which have 
@ richt to know how their donations are belne exnpenied, Clarence 
echeps states that a well-prepared financial rsport does much 
to inspire the public with confidence in the work of the educa~- 


e Julius Schwertz adds 


tional institutions and of their leaders, 
that the controller preeminently is charged with the responsibilit 
to protect the institutional integrity of the corporation he 

serves ani represents ani that in the areparation of the annual 


Report he should tell a “total story to a total audience" ,> 





lpavid 2, Anderson, Op, cit., p. 235. 


“Clarence Benepe, Op, Clits, p. 52ee. 





PJulius schwertz, The Controller as Chief Architect, The 
Controller, November, 1954, --118-123, 
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While Mr. Schwertz addressed himecelf, particularly to the public 
relations functions of the corporation controller, no less ean 
be said of the university comptroller's responsibilities in that 
regard, 

In addition to ths published report, other forms of re- 
ports serve important purposes in universities, Reports to 
administrative officers ani the Trustees furnish current informa- 
tion concerning the operation of the institution without which 
intellizent administration is lmpossible, Reports to division 
heads ani deans concerninz the status of buisgets is an essential 
part of budgetary control. Finally, reports to heads of auxiliary 
enterprises, such as bookstores and dininz halls, render important 
assistance in the administration of those enterprises ,+ 

in examining the writinzs on university accounting per- 
taining to the reporting orocess the material appears to be some- 
what restricted in scope, However, it is noted that John D, 
Millett in his treatment of the problem of financinz higher 
education brinzs to lizht certain cost problems,> It would 
appear that the Comptroller in any university shoulil not only 
keep abreast of those problems by anoropriate analysis but be 
alert to report his finiings much as does the in?’ustry controller 
alonz the lines of the classification presented at the commence} 


ment of this chapter, 





4clarence o@hepe, Op, cit.; p. 322, 
Zohn D, Millet, op, cit. p. 169 
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Millet states; 

One of the major difficulties of college and university 
administration is the utilization of space, Academic tradi- 
tion has siven little attention to the costs of maintaining 
extensive facilifies utilized only a few nours a day or a 
few days a week, 

Again Millet advises: 

The printing and publication practices of many colleges 
andi universities constitute still other types of activities 
in which economies may be possible, By their very nature 
colleges anid universities have a strong disposition to 
print and publish too much material, 

In summary it is felt that the university comptroller 

has an analytical revortinz function, which perhaps has not been 


stressed sufficiently in contemporary writings, 


Administration of Staff Benefit Programs 

Mgjst educational institutions in the United States have 
retirement plans, and an increasing number also have life in- 
surance, hospitalization, surgical benefits, sick leave, vacation, 
and other similar welfare plans, Staff ocenefits are in fact, 
part of the cost of personal service and the comptroller should 
computes their dollar value ani make known such costs to the 
benefitted employees anid the officers of the administration, 

The retirment policy, involving adequate pension pro- 
visions is a vital part of the administration of an educational 


institution, and it merits considered and intelligent develop- 


S6tohn D, Millet, Ibid, p. 171. 
‘John D, Millet, Ibid, p. 170. 
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34 
ment ani periodic review, Expenditures to aupport a retirement 
plan are justified besoause the plan will further the interes+s 
of the institution, If the collese can assist members to look 
forward to security efter retirement, it may expect from them 
better morale, sreater loyalty and more effective accomplishment 
during the years of active service, Notwithstanding the 
altruistic aspects of an adequate retirement policy, the costs 
thereof should be carefully examined ani appropriate fun's should 
be set up by mutuel contributions of employer and employee, 

A college should concern itself with makins retirenent 
of its staff members financially feasible for them, There are 
involved such suestions as: How large should the retirenmant 
income bet Manifestily it is not feasible that the retirenent 
formule should be such as to provide each particinant a benefit 
which will meet all of his individual and varying needs, A 
realistic approach is to formulate benefit sachedules adequate 
to satisfy the normal or average situation. In this connection, 
the Old Age an} Survivors Insurance (OASI) coverage was extended 
to all educational institution in 1954, Institutional retire- 
ment plana should be related carefully to the social sscurity 
formula, It is the comptroller's accountinz function to insure 
that proper recording ani reporting of salary deductions are 
made, 

Almost all colleges vrovide sone benefit for survivors 


of deceased staff members. Careful integration of life insurance 
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> 
coveraze on a troup basis with federal social security benefits 
ani death benefits provided by retirenent systems can result ~ 
4n an effective ani sconouical aurvivor benefit program, These 
combinea provisions afford the indivisual @ substantial basis 
for developing ths total life insurance protection which his 
fanily needs, 

In aidition to retirement benefits, zroup life insurance, 
and private life insurance, there are the group hospital surgical 
ani medical expense plans. Educational institutions shoul 
support these plans to the extent of administerins them locally 
throucsh payroll deductions, If adequate resources are avail- 
able, it is proper for thse institution to share with the employee 
the premium payments, The compotroller's function is to perform 
not only the accountins rola but the advisorv rolé in apprising 
both the university executives an’ the benefitted staff members 
of the costs ani relative merits of the various types of insurance 
coveraze, The costs of these programs to be borne by university 
funds should be not only budgete’d as an annual charze, pout 
Shoulda be carefully forecasted to bring to lizht the inpact 


of such costs on the future financial position of the university. 
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CHAPTIR IV 
CONCLUSION 


The salient thoucht that emanates from this paper is that 
in the academic world of the university which its concentration 
in impartins knowledge to the youth of the eount ry and its bent 
on coniuctine research for the betterment of knowledge, there 
is needed a corps of skillful financial managers to conduct the 
business effairs of the university. It is just es necessary to 
extract the most out of the tuition dollar of the university 
asp it is the sales dollar of the corporation, With competent 
professional financial hiatal oh faculty members are freed 
from the tedium of aaverdity ousiness affairs, It is belleved 
therefor that the comptroller has a field of great opportunity 
in university financial management, 

Just as in &@ corporation where the comptroller ia ina 
psotion to steer the ship of state in an advisory capacity, 
this fact is no less true in a university for the reason that the 
large university is also big business, Cavnital investments in 
ths form of buildings, srounis and equipment run into the 
hundreds of millions of dollars, Real estate ani securities 
holding similarily are mammoth; payrolls now constitute a million 
persons, The university comptroller throuch his financial 
capability is in a position to renier a splendid service in the 


optimum education of each youngster at minimal cost to his parents 
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APVENDIX 


DUTIZS OF A CONTROLLER 


As Defined by the Controllers Institute of America 


The installation and supervision of all accounting records 
of the corporation, 


The preparation and interpretation of the financial state- 
ments ani reports of the corporation, 


The continuous esudlt of all accounts and records of the core 
poration vianrever located, 


The eokgbistion of production costs, 
The compliation of costs of distribution, 
The taking and costinz of all physical inventories. 


The preparation and filinz of tax returns ani the super- 
vision of all matter relating to taxes, 


The prepsration and interpretation of ail statistical 
records ani reports of the corporation, 


The prevaration, as budget director, in conjunction with 
other officers and departments heads, of an annual buiget 
coverings all activities of ths corporation, Yor submission 
to the Board of Directors prior to the beginnins of the fis- 
cal year. The authority of the controiler with respect 

to the veto of commitments or exoentitures not authorized 

by the budget, shail, from time to time, be fixed by the 
Board of Directors, 


The ascertainment currently that the properties of the cor-~ 
poration are properly and adesuately insured, 


The initiation, preparation and issuance of staniard practices 
relating to all accounting matters and procelures and the 
co-ordination of systems throuchout the ~ ga in- 
cluding clerical ani office methods, records reports and 
procedures, 


The maintenance of adequate records of authorized appro- 


oriations ani the aetermination that all sums expended 
pursuant thereto are properly accounted for, 
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The ascertainment currently that financial transactions 
covered by minutes of the Board of Directors and/or 
the Executive Committee are properly executed and recorded, 


The maintenance of adequate records of all contracts and 
leases, 


The approval for payment (ani/or countersigning) of a11 
checks, promissory notes ani othsr negotiable instru- 

ments of the corporation which have been signed by the Treas- 
urer or such other officers as shall have been authorized 

by the by-laws of the corporation or from time to Sire 
designated by the Board of Directors, 


The examination of all warrants for the withirawal of 
securities from the vaults of the corporation and the 
determination that such withdrawals are made in conformity 
with the by-laws and/or regulations established from time 
to time by the Board of Directors, 


The preparation or approval of the reguletions or standard 
practices required to assure compliance with orders or 
regulations issued by duly constituted sovernmental agencies 
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